Customs law and procedures are important part of the trade system in Jordan. They regulate the flow of goods across the borders. The purpose of this paper is to examine Jordan's import regime by analyzing customs law, rules of origin, free trade zones, and tariffs reform.
Jordan's average tariff ceilings represent what is prevailing in other Arab countries such
as United Arab Emirates. 9 These rates could provide Arab trade negotiators with a bargaining leverage in future multilateral trade rounds, a venue to protect some domestic industries, raise revenue, and income redistribution. However, there would be one snag for relying on tariffs as a bargaining leverage in negotiations. Over several rounds, large number of countries would have low tariffs, thus Jordan would be deprived of bargaining power. This is a scenario where the law of diminishing return would apply.
II. Customs Law
Customs law and procedures are important part of the trade system in Jordan. They regulate the flow of goods across the borders. One of the main functions of the Customs Department, an agency established in 1926 with 2236 current staff, is clearance of goods.
Importers seeking to introduce goods into Jordan must file the appropriate documents and follow certain procedures and entry techniques. In some instances, traders could face opaque customs procedures associated with customs transactions.
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Jordan requires consularization or legalization of commercial bills by Jordanian consulates and chambers of commerce in the country of exportation for goods intended for export to Jordan. 11 Consularization or legalization of commercial bills may not be warranted. It adds costs to traders and could be in effect a non-tariff trade barrier.
Goods may enter Jordan for consumption, transit, warehousing, temporary importation, inward processing, or enter into a foreign trade zone. 12 These different forms of entry could be designed to serve the different interests of importers. Warehousing, entry into a foreign trade zone, and inward processing share one common feature which is deferral of customs duties. 13 Deferral of customs duties may help the financial situation of importers.
The owner of imported articles or his designated customs broker must file a customs declaration at the port of entry. 14 The customs declaration could be accompanied by certificate of origin, bill of lading, or air waybill. Imported articles cannot be withdrawn unless customs procedures are completed and duties are paid. 15 However, Customs Law of 1998 makes provisions for releasing imported articles before final payment of tariffs or settling other customs issues provided that payment of tariffs can be insured through cash, bonds or other financial guarantees. 16 A system of posting financial guarantees separates between clearance of goods and customs matters such as tariffs. Depositing financial guarantees protects the government by securing tariffs owed while at the same time expedites clearance of goods for importers. However, small importers may find it difficult to deposit financial guarantees. may be contested before the Customs Court. 18 The emphasis should be placed on administrative appeal, rather than judicial appeal, procedures which could resolve any customs-related dispute at quicker rate and lower costs for importers.
The Customs Department of Jordan is aggressively overhauling customs procedures by moving to upgrade its customs facilities and automate some aspects of the paper-based customs system. Moreover, it adopted many concepts and practices of trade facilitation.
For example, the Customs Department provides green lane treatment to companies through expedited shipments free of or with de minimis inspections upon arrival at ports of entry. 19 Movement and clearance of imported articles would be based on riskmanagement technique which is a methodical process for identifying high-risk shipments. 20 The risk-management system would allow speedy clearance of low value or low volume imports. It also allows speedy clearance for articles imported by a reliable company that has a long history of compliance with the Customs Department rules.
Although the adoption of risk-management techniques are first steps in the right direction, it will take time and resources to truly effectuate these techniques.
Additionally, since Jordan depends to certain degree on tariffs, the role of the Customs delays. This would help small and medium-sized companies before entering into commercial transactions.
Tariff Classification and Valuation
Every imported product enters into Jordan must be classified and valued. Selecting the appropriate tariff classification is significant for an importer because it determines the tariff rate that will be imposed. Usually, importer categorizes an imported article providing the lowest tariff rate.
There are several means used to classify imported products. These include description, physical characteristic, and use. 11 & 12 (1995) . 27 The importer argued that the customs transaction indicated the value of each piece of the imported furniture at JD400, an amount that was high enough to prevent use of the imported furniture at homes. Moreover, the importer claimed that since tariff line 94/2 used general description "medical, surgical, dental or veterinary furniture" and the examples listed in the tariff line were not intended to be exhaustive, Once an imported product is properly classified, customs value must be determined for the purpose of assessing the appropriate tariff. Customs Department has to retrain its personnel for the new valuation system. To meet concerns regarding fraud and undervaluation, Jordan could introduce post-entry audits so as to give customs officials the authority to audit accounts and commercial documents to detect the accuracy of customs declarations. Moreover, Jordan could exchange information with the exporting country on the value of export products.
Rules of Origin
Rules of origin determine where an imported product has been manufactured. Articles 24-27 of Customs Law of 1998 provide the legal framework for the application of rules of origin. They spell out non-preferential rules of origin and leave for every free trade agreement its own rules of origin test. 50 A product is considered to originate in a country if it is wholly grown, produced or manufactured in that country. 51 The "products wholly obtained" rule is the easy rule of origin. It relates to products such as mineral products, some agriculture products, and sea products.
Due to the internationalization of manufacturing, a product could be produced in more than one country. In this case, the product is considered to originate from the country where it last underwent a substantial transformation by demonstrating tariff shift or minimum content. 52 A product is considered to be substantially transformed if there has been a shift in tariff classification at the six-digit level under the tariff schedule of Jordan rather than the eight-digit level. A product is also considered to be substantially transformed by meeting a 40% minimum value added. However, there are several criteria that may make meeting the last substantial transformation test complicated.
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A certificate of origin must accompany an imported product. 54 Transportation of imported products through the territory of a third country does not affect country of origin determination. For example, shipment of paper rolls of Portuguese origin through a imported products could be said to originate in the third country depending on the nature of the manufacturing operations.
Non-preferential rules of origin in Customs Law of 1998 seem to avoid the subjective nature of the last substantial transformation test by linking this transformation to a change in tariff heading or meeting the appropriate value-added content. Although the linkage may achieve predictability and transparency in theory, it may prove difficult in practice.
Certificate of origin and other export documents may further create more paperwork. For example, certificate of origin could require listing specific product, specific exporter and specific importer. Certificate of origin could be valid for one transaction and for a limited duration. Moreover, due to the highly technical nature of rules of origin, customs officials would have to deal with complex cases on how imported products would qualify.
Drawback
Drawback is a refund or remission, in whole or part, under qualified circumstances of a customs duty, tax, or fee that is paid on imported materials upon subsequent exportation or used in the production of products that are then exported. Drawback is not tariff deferral or exemption rather it provides for reimbursement. Customs regulations would have to detail eligibility requirements, procedures for drawback claim, types of duties subject to drawback, and drawback rates. Customs regulations would also have to list the type of products subject to drawback.
Jordan's Harmonized Schedule

Jordan uses the Convention on the Harmonized Commodity Description and Coding
System as a basis for its national customs tariffs. 60 The Harmonized System is an 57 The Court of Cassation established a test for determining whether a product is manufactured. . 64 The U.S. bases its rates of duty into three different tariff levels for all importable goods based on classifications of countries. Column 1 tariffs apply on the basis of MFN to all countries. Column 1 tariffs have been lowered over time through the GATT/WTO rounds of negotiations. Within column 1 there is a special rate of duty for imports from countries that the U.S. has a free trade agreement with such as Israel, Mexico, Canada, and Jordan or recipients of the Generalized System of Preferences, the Caribbean Basin Initiative, and the Andean Initiative. Column 2 tariffs, the highest level of tariffs, apply to countries denied MFN status such as non-market economies. Column 2 tariffs were enacted at the peak of the U.S. trade protectionist era in 1930s. They have not been lowered since their implementation. See Tariff Act of 1930 of , 497, 46 Stat. 590 (1930 . The U.S. harmonized tariff schedule is prepared for publication by the Office of Tariff Affairs and Trade Agreements and published by the Office of Statistics of the ITC.
8527.00000
Reception apparatus for radio-telephony, radiotelegraphy or radio-broadcasting, whether or not combined, in the same housing, with sound recording or reproducing apparatus or a clock 8527.10000
Other radio-broadcast receivers, including apparatus capable of receiving also radiotelephony or radio-telegraphy Radio-broadcast receivers not capable of operating without an external source of power, of a kind used in motor vehicles, including apparatus capable of receiving also radiotelephony or radio-telegraphy:
Almost 98 percent of JHTS is based on ad valorem tariff set as percentage of the value of the imported product. 65 For example, if imported pocket-size radio cassette-players, tariff line 852712000, valued JD100 were subject to 30 percent ad valorem tariff, then JD30 must be paid upon importation. In few cases, Jordan's HS has mixed or compound tariff that consists of ad valorem tariff and specific tariff, the latter being flat rate set per quantity or unit. For example, tariff line 010410000 of imported sheep is subject to 5
65 Ad valorem tariff rate is assessed on the basis of CIF which includes the costs of imported products in the country of origin at the time of clearance plus any other costs incidental to delivery at the port of entry in Jordan such as insurance and freight.
percent ad valorem tariff and JD2 per head. Therefore, one could say that ad valorem tariffs cover most tariff lines in Jordan.
The JHTS does not contain quotas, meaning that Jordan abolished quantitative import restrictions. It is a rationalized not a complex tariff schedule. 66 Tariffs rates are in the following six bands: zero, 5, 10,15, 20,and 30% with the exception of tobacco, manufactured tobacco substitutes and alcoholic beverages which are subject to prohibitive rates in the range of 50% -180%, and unwrought gold which is subject to 0.5%. One can immediately notice that Jordan's tariffs are concentrated on few levels and not on a wide range of tariffs. There is no multiplicity of tariff rates that would involve many different types and levels of tariff. Thus, JHTS structure renders greater tariff uniformity.
In addition, imported products into Jordan are subject to general sales tax ("GST").
On the basis of national treatment principle, the same GST must be imposed on domestic products as well. However, if there is no local production of the imported product, then the general sales tax on imported products will be a tariff-equivalent rate. A special sales tax is imposed on certain imported products such as vehicles in addition to GST.
Perhaps, the only complex part of Jordan's tariff system is that concerned with imported vehicles. Currently, imported automobiles are taxed, excluding general and/or special sales taxes, at 10 percent to 30 percent duty rate depending on vehicle age or weight. 67 For example, passenger cars less than five years old would be subject to 25 percent tariff rate. Trailers would be subject to 10 percent tariff rate. There may be a need also to exempt certain imported inputs from tariffs and other domestic taxes. It would reduce production costs for domestic producers. In turn, this approach would help Jordan's manufacturing sector and give it a much needed competitiveness through cost savings.
III. Free Economic Zones
Jordan confirmed in its accession to the WTO that free zones or export processing zones would be fully subject to the coverage of the commitments taken in the protocol of accession. 70 Free economic zone is a geographically defined, isolated, enclosed and policed area where certain types of economic activity take place without some of the government taxation and regulations that applies to the rest of the economy. 71 In other words, it is considered to be outside the national customs territory for purposes of the tariff laws.
Most developing countries have begun to shift from import-substitution to exportlooking trade policies. Kandla, India (1965) ). 73 One of the main benefits of establishing free economic zones is the relocation of production from developed to developing countries with the hope of exploiting the low cost of labor. They also play an important part in the evolution of the new international division of labor. Another rationale for free zones is to generate foreign exchange needed for debt servicing. Another impact on domestic firms results from the close contact with foreign firms. This leads to intra-firm growth and domestic sub-contracting. However, the concept of special economic zones has been criticized on a number of grounds. The thrust of this criticism is that free economic zones have limited success in the development of developing countries economies. First, most zones employ mainly low skilled workers with lax labor codes and health and safety standards. One of their supposed advantages, the generation of employment through the attraction of foreign firms, has its limitations, in terms of the type of jobs generated and the long-term sustainability of these jobs. As far as zone-host economy backward linkages are concerned, there is normally very little technology transfer from free zones to the host country. The value of tax incentives granted to firms operating in free zones is also debatable. Therefore, the revenue forgone and social cost incurred in establishing free zones could be higher than actual benefits. because they cause adverse effects). These programs have to be phased out under article 27.4 of the WTO SCM Agreement which mandates that developing countries, with the exception of sub-Saharan African countries, phase out export subsidies within eight years period in a progressive manner ending Jan.1, 2003. However, the SCM Agreement permits developing countries to seek an extension to deadline provided that requests are submitted at least a year before the expiration of the deadline. 82 As such, Jordan may request a waiver for its export subsidies facilitated through free zones. 83 Ultimately, Jordan has to phase put these programs.
In a bid to attract foreign companies, tax incentives such as preferential corporate income tax rate, reducing corporate taxes, long income tax holiday, deduct expenses approved for training and research, and valuable deductions for capital costs such as depreciation and inventory expenditures for companies operating in industrial parks and export processing zones would interfere with the neutrality of the tax system in Jordan.
Moreover, these incentives mean less revenue for the government. Some would argue that in putting these incentives in place Jordan must be cautious not to fall in the trap where multinationals play Jordan against other countries due to the former's desperate drive for foreign investment. Others would argue that any lost revenue could be offset by any revenue generated through economic growth.
